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LCONOMIC TMPACT OF ALTERNATIVE MILITARY FORCES, USSR, 1963~

1. Tntroduction

The four alternative projections of Boviet military Parces desefibved in m:m
mport are based on the sssumpiion that Soviet lendore are influenced pradomimntly

by political and military considerations in thoir choice of & military posture
for 1975 end are willing or forced to accapt the gconumie conBaQUONCcesy The
purpose of this fection 1s to examine ﬁua affect of military forces on sconomic
growth and the allocation of mmuraeu. In nnnasning the economic impact,
sttention will b@ foouped on the :mtﬁ of growth of Groes Kational Product (GNP) ,
and on the alloca.ticn of vagsources to the two principal nen-military claimsnts
for the econcuie “ple” «= the investuend goods induptries end the consumar.

ypothetical pmj&ctim of GNP to 1975 have been daveloped in oxder to
avaluate the aoounomic :unps;@b ‘af the alterastive military fmrwa. The projections

of GUP and gthey em;nmniu Indicators presented in ’c.‘nia gaction are not intelligence.

estimabess Thay are based on pogumphions coneerning :t’easihle soonomle altemtivea\ ‘

that sre available to the Sovilet plmnem, ng well as wmmmﬁians eonecerning

future profuctivity trends that ave conaistent with the seonony's poat parfoTmBnces

Although the gro.jecuwu of the milditary forces exbend a dacadu into the
future, wony of the dseipnions required to Muild any one of the forces wust be mda
by 1965 or soon theweafter. The uniquenecs sod ineressing aaphiaticatmn of
modern wveapong systema have lensthene& the }mﬂ tine required from the development
to the production stages. In addition, the mcreaama difficulty of coxmartins

BelieCeRE-T
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from eivilion to militaxry or from militery to civilian production mekes the
Yguns or butter" decision gppear mich ¢arliey in the economic process than was
the cose durdng World War I or even mﬁ'ina the Korcan hosbilities. DBecause -
of the technolopical complexity of modern woapons eystems, they requive specisl
equirment, & very highly tminaci professional labor fores, and In some cages .
unique productive copacity. The “puns or butter” decision is not necessarily

. one of use of evailable productive capacity and labor foree, but of use of

investment regources tO creute & cortaln type of copacity fov producticn.

“2 -

BAE~C~R-B-T
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1. Recent Dovelopmenta in Defense and Feonomic Growbh

The relationship between econcumic grﬁwﬁx and military expenditures mey be
. 4Nlustrated by a brief Teview of developments during 1956-58 end 1959-63, By,
shown n Table L. E | o
| Table d
Average Annual) Rates of Growth in Key Soviet

Defenpe and Econouic Indicators &/
195656 and 1959-63

. _ Parcent .

Indicator o . I 57 e 1 5963
Gross national product , o TS b5 _1?_/ |
Industrial production o o 8.5 - _ '{
Hew fixed investment . 1.5 8.5
Total defense expenditures ‘ 1)) , T |
Bxpenditures for defensze machinery :

and equiprment ¢/ 1.5 8

A\

B. Uhe boge yeor wacd for computing rates of growth in this and subsequent tables
iz the year preceding the glven perlod -~ for example, the base year for the :
period 1956-58 &5 1555. ALL figures have Leen rounded to the unvarest one<half

areent

: ‘:g. 190Gk was used 8¢ the tarminal year to offset the a‘bnormmuy low agricultu:ml ,
production in 1963,
¢. Ineluding expenditures for military hardware, spoxe parts, and RDITLS (Reaeamh, :
developuant, 'res.ting, Evaluation, ond s;pme). ,

During the earller period, Soviet defense expendituves declined whereas ONP B
sncressed vather rapldly. | However, during the period 1959-63, when defense
-3+
EECaRe BT

-

L
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oxpenditures rose rapidly, Boviet GNP grew at a considérably olower rate thun
previoualy. Imr:m; the wavlier poricd, when nev fixed invesiment mcraaged |
very rapidly, -expenriiturea for machinery and equipment for defense grew very
plowlys In tho later period, however, when expenditures for machinery end ‘
equipment for defense grew yapldly, the xate of growth of new fixed investment
decrensed. ‘ ,

. ‘I‘h&é& data M&eﬂt the effects that varifations in defense expenditures
wsy have had on economie growth. Investment and, hence, industrial production -
and CNP grew faster when defense expendituven were growing move slowly oF
declining ond, converselys grew slover when defense expenditures were
growing at higher rabes. | 4

3

ol

BvEsCeReT

Y
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ITI. Cost of Alternative Force Levels 1963~76

In order to simplify the econcmic sssessment of the militery foxcan pmjecteﬁ
in this meport, only the most expensive altermative {Poree II) end the mm :
exponsive aliernative (Fam& IV) will be considersd. The ecenculc lwpact
of Torces T and IIX may be asswmed to be less severs than Foros II but more '
pevera than Forca IV. | | '

As noted earlier in this pepert, Foree II yepresents & conceriad Smriet, .
effort across the entire vange ¢f foree components Lo introduee improved weapons
gyatoms end to meintaln famﬁé capable of diverse military actions. Toros IV,
on the other hand, repregonts an effort to reducs rilitary expenditures by \
ppintaining @ ovedible detervent with o pmaller mmber of etrateglo nuclesr
weapons systens, valle improving bha capabllity of couveutional foyces fov |
tatorvention dn limitad conflicts. The sabimated expenditures required 4o
develop and waintein eseh of theae forces thravgh 1976, and ia selscied |

gayiier years, axe summyized dn Tabls 2e . | \

- 5
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Teble 2

Estinated w.litary Expendituma Required for Forces IT and IV,
by Category, Selscted Years, 1963~T6

Average Annual Rate of Growt

- Blllion rubles _ {percent)
Coterory e 3063 10 1973 197 1904 =08 1069-T3  19Th-T6
Fores IT
Tatal s Wb 253 32,0  28.3 5.5 %.8 a0
RUTESCH ' h.2 7.0 2.9 11.1 10.8 T.2 3.9
Investment ' |
| {(Bouipment end facilities T.k 9.5 12,7 T Be), - 6,0 =16.5
Operating '
{ Porsonnel, apem'l:.im, '
a.ncl mamtenanca} T+8 8.8 'R 9,8 2 1.3 1ok
| | | Fowce IV
Total : 16:l 16.0 h 9 1‘3"15 » 'Oﬁl "l-i)r "0'9
RDITRS 27 3.2 39 b 3.5 h\,0 b1
Invcstment L . -
{Bquipmeat and mimiea)s 7 6.3 8 k.o “laB «5,3 5.9
Operatling _ ‘
Pergormel, operation, : ‘
and mﬂinﬁﬂmc&) ) 61? 6"5 6*3 ' 6#1 _ 0.6 «(J.9 -5

¥ Ropesrch, Davelopmont, Lesving, BYALGALioN, Bnd Bpaces
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As ghown in the table, expsnditvres for Foree IT increase rapidly during
1964~73 and do net begin to decline until 1974, Ixpenditures for Force Iv,
hovever, reach & peak in 1966 (& year not shown in the table) end dealine
quite pteadily during the following lO-year pericd, In 1973, the expenditures
for Force II are more than two dimes the expenditures for Force IV. _

A comparigeon of the structure of sxpenditurss for cach of the forces, also
phown in T.abla‘ 2, 1)lluetrates the lmportance 1o the eivilian economy of gpecific
eloments in the two military programs. Expenditures on RDTERS inercese in both
forees through 1976. However, they start frow & higher bose end increase more
rapldly in Toreo IX, end during 1973<76 they ave two snd one~half times higher
thén sindlar expendituras in Forea IV. The lorge and incrsesing auecmim'
to RUTEZS under Foree IX would pro-ompt highly skilled manpower and scarce
uwaterials for the militexy and would seriouely ilmpeds the fl&w of new t@chmlo}gy
to the elvilian sector of the econcmy. Iu addition, the investment in |
equiprent and facilities under Force IX inorenses by more than 5 percaﬁt annuglly
through 1973, whereas under Force IV 1% actually declines, implying & smaller '
shaye of investuent to the civilian sector under Force IT than under Force IV.

The straing that Fpme"n‘ would lmpose on scorce panpover aand material |
resources are noh apparent frou the expenditure flgures a-ienw @mnﬂy, ,
the Boviet awmusd forces mubint betwsen 3.0 and 3.5 million men. The size of

-l -

BeB-O-RBL
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the Soviet armed forces in 1976 would renge from & low of 2.4 million men
under Force IV to & high of 4.6 million under Force II tmﬂ Force IV would
generate a reduction in the aymed forces of perhaps one -miluon men, whereas
Force II would generate an increase of about that megnitude. This difference
of two miliion men by 1976 would represent a difference in the rate of growth

in the labor force of 1.6 percent under Force IT and 1.8 percent Under Force IV.

Althngh thie difference in the vates of growth appears small, these men are in

their priue working s3es while 1n militnry gervice, and the:!.r gducational attainment |

generally is higher than the average for the labor force as & whole. ‘
Porhaps more importent than the relative size of the armed forces, howave#,* '

would be the relstive demand fqr pclontific and technical manpower for milltary

regearch and development purposes. Undey Force 1T, expenditures for military

RDTELS would ineresse at an average enmual rate of 8 percent through 197T6.

During 19%6~-63, the Mb-er of sdvanced degree holders in the USSR incressed

at an average rate of only 5 percent annvally, considerably below the annual

inerease in military RUTERS, suggesting that a éispropmrtionam share of such

persons had o be directed into wilitary rather than civilien uses during this

period. Although recent changes in the Soviet educational system should

)
accelovate the growth of advanced-degrea holders, under Force II the eivillan .
gector probably would continue to be shori-changsd in favor of the military.
Undex Force IV, hnwwei-, military RDTERS would increase ab an annual

xate of only about b percant. When related to the expected growth of vetter

w8 -
. BeR«C~ReBE~T
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than 5 pescent snaually {a the munber of advanced-degroe holders, xesearch and
davelosmont $n the civilian cector would ineresss subatantially {since 1058,
eivilisn oxpenditures on RUIESS have been roughly hall of the milltaxy
expeniituves on ROTEZS.
In aﬁiﬁim o high m;amr reguirements,; Foree YT would also pm«mt.

many of the yhyelesl resources that are crusial to the continuing moderninctlon
of the Soviot econty. The concentration of specialized ressurces ou rexcarch,
sevelopmont, production, epsce ectivities, and doploymont of advenced weopous |
wald m't«ari‘m:a- seriously with the introduction of techuolopy in Indusbry.
Its ispact would be particularly eritical in guch avess as avtoustion end pew
ouemical gameazum, where the mutmww o2 modarn, sophiolicated e«guimsz
emm@te divectly with the requireants of a nodorn, dpace-a7d arpments Indultyy.

" he relative coste of Force IT and Fores IV ovar the next decsds would be
oot clesrly felt in tho growth of fustor productivity, the satio of UIP to
inpute of both labow aod capiial coobhined. Mistorically, factor produetlvity
in tho UCSR during the long porfod 1928-63 fncveasad ot B Tate of 1.5 perceit
ammually) hovevaw, the rate of grovth incrossed $o & ittle more than 3.0 parceat
arenally dueing 155058 when d@mﬁm wrpenditures grew plowly, snd then foil to = -
rate of aboub 1.0 percent snmuntly Suring 335863 vaen detenve oxpendftures vexe
moecolovated. TP 18 aprvmed thet vadsy Tomee X1, t:fm grovih of fector profuctivity
wouid mll below the loog-term trend and would average cbout 1.0 percent, as ib
212 during e period of mpld milttary expansion 1958-63. On the athar band, It
1s copunad thad the additlons) technologloal vesources Jaft ovaer for ibe clvilian
BLOBLRY uxzﬁw Force IV would sgise the growth of factor productivity to puxinys
2.0 pevosnt anuallys /I'!-. m ‘unlikaly that thu arwth M‘ Dactor productivity would B
yatura to 3.0 purcant a:mmny usder any of the projected fovse levels, becawss

“;%”pér&ﬁ&a“iﬂ&? R%?éa@@%&/ﬁﬁs‘mﬁﬁ %ﬁ@%ﬂ%&!ﬁ’&oﬁﬁ v -l

yooovery during 19 “ -
Butuiarep
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IV. Projections of GNP, 1963-76

Altemstive annual retos of-growth of Soviet GNP have been projected to
1976 end are shown in Teble 3.

Table 3
Hypotheticel Average Annuel Rates of Incresgs in Soviet GNP®
: 106476
igh Investment , Tow investment —
5. High A Low High  Low
et B0ductIvity Produotivity  Froductivity  Productiviiy
Fovee 11 - 4.8 . o 4,0
Foyew IV : 5#8 ‘ C o 540

¥ Tho method used for projecting GNP iiguwres io described in the Appeniix.

For eny military cxpenditure there is still en eccnomie policy choice batweon
investuent and congumption, Growth of GNP can be increased by increasing the ‘
growth of investment wnd hence of capital stock, but st the expense of _consumptioﬁ. .
© fThe projections in Table 3 conbain high and low investment alternatives. In a
later section, tho fmpact of thege alternstives on consumption will be exa&ined'

_Iu all four cases, the labor force is assumed to grow by 1.T percent |
annually, vhich is the expected rate of growth for.the_adul'b pomlmsio:i during
1964=T6. The high investment sssumption corresponds to sn aanual growth in the
capital stock of 10 percent, similar to that experienced during 1950's. The low
investment assumption corvesponds to en averspe growth of 7 peracent in capltal
stock, comparable to that mcpex;iemaa durxing the much longer period 1929-58.‘
Productivity, the ratic of G}IP‘ to inpute of both isbor and capital conbined,

18 aseuued to grow at 1.0 percent anmually {low productivity) under Force II

Approved For Release 2000/05/1 g:;mibifg&t_)&?nmj049A003100010001-5
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and at 2.0 percent annually (high productivity) under Foree IV, es explained
in Sectlon IIT sbove. .

It is concelvable tha*b during the next decade factor yroduutivity could
grow at & higher rate ﬂueh as 3.0 percent ennually, which would cause GNP ta
grow more yapidly under sither Force II or Force IV. lHowever, 1% im unlikely | -
that such a high growih rate in factor productivity could be achleved unlens
the entire Soviel systen of econcmic sdminlatration werae radically raformed
to achieve grester efficiency. On the other hand, it 1s also conceivable
that the decline experienced in productivity growth from 2.0 percent in the
1950's to 1.0 percend in the sarly 1060's i not a temporery drop bub ie &
new trand that will contlsue inﬁn the future. In this event, the growth
vates in (UF in Table 3 would bo lower undey sithey force level.

V. Imcrt:. of Militery Expenditures on Economie Growth

Although the military force levels in this papey mre projected through 1976,
the most aignlficant econcmle impact oc.ct.tm througﬁ 1973 because defense
_expenditures decline aefter that date for both Force IT end Force IV. )

As Military nxpemaiturea es & EShare of Gross National FProduaot

A rough moasure of the ‘uurden fmpoaed on the econamy by al‘c.ernm;iw
nilitary expenditures 18 the shere of GNP going to Qefense. The relative
demands on GNP of Foree II and Foxce IV ave showm in Table 4. Undey Foree IX,
the military shave of GNP remsins suove 10 percent through I9T3 with both the
high and the low invesimont alternmtivea. By contrast, the militery sh#m
of GNP under Foroe IV declines in mx:v year and by 1973 18 less than half
tho share uncmr Foroe II‘ ' "

B-E-0-ReBT
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Table 4

bﬁlitaw Expenditures as & Shave of Groos Nstionel Product, a/
: %Mctaﬁ Years, 196370

(Fexcent)

1963 1968 1973 1976

Toree IT (low productivity) bf
High investment o 0.6 1049 10.9 Ry
low maamént | ] o 1046 13 1.8 943
| ’ | | Foree IV (high productivity) ¢/
High investwent . | 8.9 6.7 bt 3.9
low investuent | 8.9 7.0 5.1 k.3

&+ Source: The Appendix, particularly Table 6. :
b. The military share of GNP under Force II would decline through 1973 only
if the high investument aliernative (0% incremse in capltal stock) were
combined with the high productivity ssswoption (26 annual growth), ad
wnlikely combination, \
¢+ The military share of GNP under Forve IV would declina more graduslly \
1f the low investment altemntiw were coubined vith tha low productivity
assunplion. v

w 32 -
S B-E~G-R-E-7

Approved For Release 2000/05/15 : C‘IA--RDP79T01049A003100010001-5



* Approved For Release 2000/05/15 : CIA-RDP79T01049A003100010001-5

E-T-C BB~

B. Dmpact of {_xltarmtive Military Expendltures on Consumpbion

During the past decnds, the Soviet consumer has becoms accustomed to .
& gradual but steady rise in his iiving ptondards. Consumption has been
increasing on the averags of shout 5 percent annvally, snd per cepita sonsuoption
by about 3.5 percent annﬁallm In oxder to ralse worker productivity and
consarve yoerce materials apd manpower, the USSR in recent yoars has atmdi;y
incresped worker incentives whila xelylng less and less on aoupulsion and
eaeraion»‘. A yevercal of thepe trends night have & sericusly a&vérsa effact _
on the morale of the population as & Whole and of the labor force im particular.

Az shown in Tebls 5, hypothetical tyends in consumption during 19GU-T6
would be dgw:mined by investment policies and by the growth la factor productivity,
which 4n twrn would be greatly influencsd by the cholee of Foree II ox Foree IV,
Undey Foree II, & high investment effort would maintain & yespecteble gmm in
Gve (4.8 porcent wmuallﬁ‘); but weuld recult in an ebsolute deorgase in;
sonswmption aggl & decling in per caplitea conswmption of sbout 2 povcent annunily
for the deceds through 1976. This result would be unacceptable to the Suvi\at |
conpumer ond almoid cextainly would foree o modification in either investment
ox military policiocs. Force IZ in combination with a low investment pragm
would reoult in QNP growth of only 4.0 percent somully, but would permit
increnses fun pov capite conoumpbion renging from abgut ons td two percent
aonuelly throughouk the decads. In o¥dar to deploy Foree IX, therefore, the
Bovist lesdership probably would be :fafa;éd to sceept & lover prowth in GNP in
order to medntain & small annual inorease in por capite cansumptim.«* '

¥ In the uniikely event that tha Soviets should experience a high growth in factor

productivity with Force II, thay could meintain GNP growth at 4.0 percent annually

and & small inexesse (rather then & decresse) in per capits consumpiion through 1976.
. o : . . 134- ’ .
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Table 5
Average Anmual Rates of Growth in CNP and Consumption
Undoy Alternativae Investwment FPolicies
and Froductivity Trends, 196476 wf
Porcent

e SELED Tnvestment ) Tov invesiment .
maﬁéﬁuw 'hﬁaucﬁzmr Productivity Productivity B
Force I | - ' |
GNP, 1961&-76' | o r ) 4.8 _~ | . ko
Genswnptiaﬂ,‘ 1064 =T6 | " 04 ' ‘ | 2@7
196468 | R 0.6 | 2.5
96973 ' | . -0.3 | 2.2
197416 - ) | - 0.2 | 3.9
Yoree IV ‘
GNP, 19Gh-76 - 5.8 5.0
Consumption, 1§6E-76 2155 . ' 4.8 ~ :
196468 S 5 o b9 \
196973 S S YR
197576 a1 T .u.s'

&, Bource: ©ha APPerdLE, PATLIcVisviy Tebie o

N 1 T
BeE~C-ReE-T

)
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Under Force IV the low investmond al*bamajbiva vould provide mn avemge.
prnusl ineresse of 5 percent in ronpumptlon r.iuring 196476  comparatle to tho
in-resse 0P the pesb de.ada. The ennual in rense in GIP {n this rnee wauld “be

N
",

5.0 porcent. If under Forcﬂ IV the Soviets scek o higher mta of incmam in N
aiP (5.9 percent), the increape In consumpiion would average 2.5 parcan‘b annmlly,
shout half tha increass of the past docada.#

¢. Differentinl Tmpach of Alternstive Yorces on the Machinery Industrics

The modern, Space-pge s¥maments Industry lutroduces perious problems of
resource allocation, even when rosources are groving rapidly and are wnder strong
political control. The inverag ‘ralationship bebvaean sxpenditures for military
equipnent and fop new fixed mvéatment in the USSR during 1956-63 was noted .
abova in Table L. A rapid rise during 1959-63 in menditums for wilitary
equipnent and facilitles was accompanied by a vharp decline in nev fixed inves‘hmﬁn"a oled
the priusry ¢lement of eooncmic growth, This represented o reverpal of ﬁrenda
obnerved duving 1956-58,

The expanded vespons systans mquima vpder Foree II would involve heavy .
{rventment in militery equipment and faeildtioes, eamcml.ly- in the periaa_af vapid
bulldup thxough 1873, Bxpenditures for militayy Invostmont wcmlci incrosse
st an annual Yate of 5 percent during 1964-68 and 6 pevcent durlng 19€9~T3+

¥The incroaces in both P and consumpbion vould he lower ¥ i‘actor praductivi‘w
dous not dncypase by 2 pamem mmmlly. . ‘

" 15 -
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Undexr Torge IV, on the other hand, expenditures for military equipment and
facilities wonld remain almost unchenged over the sutire period and would decline
ag & proportion of GNP, The requirements of Force IT, therefore, probably. '
would make 14 a1fficult :E‘mq the USSR to msintain o high rate of 1mastmeﬁt
in new fixed egquipment for tha olvilian gactor. This possibility reinforces
the conclusion made above in discussing consumption (Bection V.B) that @ high
investment e¢lffort wnder Foyea IT would be too strenuous for the Soviet econcmy. .
The e restraint on high investmont would apply, though with leso seveyity,
to forco levels intermsdlate botween Fowces II and IV.

VI. Conclusiong# |
Force IT would d{wpose wtyains on goarce material rascurces that wo_um \
reguire gharp adjustments in the clvilian economy. In pavileular, Foreé II is
’ not compatible with & higﬁ investment poldcy (growth in c&mtui stock of 10
percent per year) bacauss {1) 1t would resuld in & decline in per capita
consumption every yesr through 1976, end (2) the heavy expenditures for milltary -
equiyment would reduce the resources availeble i"ér civilian Iinvemtment. TForce .
IT would be poesible with a lovar investmant policy, although this in turn
would hold the growih in (P €0 ealy b percent annualw and would pevmit increnses
in per caplia consumption only sbout half those of the recent past. Fevexrthalesd,
tha gconomy would beé sble to boar the burden impoaa& “n;y Forca IL. ‘ ‘

* These conclusions axe bosed on the assumptions that hove boen made about

investuent, productivity, eud increase in tha . . ‘
& dlgcussion of these assuuptions. l: ha labor force. See the Appendix for

BoB~0=RET
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Force IV would give the Boviet leadership more room for ohoice. A high
- dnvestuent policy would result in s growth in _GNP of about 6 percent annually
and still provide moderatbe 1ucre§een :mi]‘ por saplita conmunptim; aithcuah lover f
than consumption increases of the menﬁ pagt. IF the leadership prai'errﬁd | |
+6 maintein ‘bhaifn propont trends in conémpfion, they could reduce invesiment
and let GNP growth dvep to about 5 percent mually while growth in per capita
consumption vemained at 3.5 parcent ux'muziuy‘ | - -

- }.T -
8vB=C«R-E~T
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IV, Note on Methodology

The estimates appearing in tebles 2, 4, and 5 ave based on data that
éppaar in table 6. The sepurate growth nodels in teble 6 were derived ns
follows: - |

A. Data on military expenditures for all years ave those isbulated for
| JAG by MBA., |

B. QNP data by ond use for 1963, except military, eve ORR estimates.

C. A basic Cobb-Douglas production function, with eonstant returns to
seale, was used for the projections. The formuls, in temms of yates of
change, is &8 followss |

a0= 4b + .eﬁg(-as) + L5 (15)
vhere O 1a GNP, A 1&&‘&%0&* profductivity, X 1o the capitel stock, and L is
the labor force. The woights used to aggwegete K and L represent arbitraxy
n:ﬁﬁmximatima- o | g | \ '

D. The assumptions yogarding future growth of A, K, aud L, already noted
in thetoxt, sres ' | | |

(1) A == 1 and 2 pexcent
(2) K »» T and 10 percenk
{3) L ~= L.T porcent

E. GNP was derivod for each varient shown in table 6‘ ’t:;g_ applying growth

rates to 1963 level. | |
- 18 -

E~E=C-R-E-T
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F. Growbth in investment vepresents the increese needed to ralpe capitel
stock by T and 1O percent respectively. It wus apeumed that depx%ciaﬁian
would inercase ob the same wnte ap capltal stock. | |
G.~ "Othexr" GNP was assumed to remain a cnnatmmﬁ phaye of GNP,

H. Consumption wes obtalned as a residual.

Many pitfalls are encoumtered in attempbing to project the components of
gross national product over the pericd of a davade, and there is no synthesised
theory of econcmic growth which can make allovance for »il of them. In making '
sconomic compavisous of alternatives ovex time, adjustments should be made
fo¥ future changes in pmductirm acosts, Installation costs, and operabing \
and maintenance eopts, changes which mylacaur a‘t;.}diff@mn‘b times and
different rabes throughout the course of o decada. No attempt has been made
in this paper Lo compare and édjuat for the conts asod galng that may ccour &t
differont points decause of changes in technology, changes In demand aﬁa
changen in time preferencea. The ONP flguves in this paper ave hypotheticsl \
prejections only, based on essumptions about i’aaﬁib;a' econonic alternatives |
in the USSR. The projections are not intelligence estlmatos; they were
developed solely to scocmpany the hypothetleal projections of wilitary forces.

-19 =
GeBeCeR-E-T
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Table &

Hypothetical Projections of (NP by End Use, UDER,
Belacted Yoars, 1963-76

- Average Arvual Tate of Growbh
Blllion mbles : _ sapeent )

BT N N (O L I T - M e
Force IT, (low investmenty lov z:mdmﬁivitar) <
GNP, total 3834 2231 27LA 3053 kO Lo bo
Comsumpties  109.3 123.5 137.9 1585 &5 0 22 3.6
New fizod Livestwemt YT 59.7 839 1025 6.9 70 76
Military oxpendituswes 19.4 25,3 32,0 8.3 5.5 4,8 v-_h.'a
Other @f 120 6. 18 20,0 ko ko ko

Fores 1T, (high investumenty low productivity)
ane, toteld B30 2319 293.2 3375 b8 k.8 b8\
Conmemption 109.3 1058 1050 3B  ~0.6  «0.3 0.2
New Tixed imvestment 42.7 056 1238.0 183.6 B 100 100 .
| pildtary expenditures 19.b - 25.3 30 203 | 5.8 | I S N
Other o/ a0 152 2 220 k8 MB B

-0 -
8 Rl L

[
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Table & continued

Avarage Annuval Rabo of erbh
pereent -

Bi}lion publen .
, 4 l..f{3 19&’3 ‘ 150 () 1.9 “T3 1974+

Bozce XV (high sivostment; high productivity)
m; total . Mtl 238&? 316,!} 37'!3.‘7 5.8 5*& ‘ " 5'&

Conswmption  109.3 22.2 Ak 1516 21 . 3.3 2.d
New fixod investment 427 85.6 130.0 183.6 9 200 100
Militazy expenditures 16.1 - 16.0 1.9 ‘m.s 0.1 wLh 0,9
Cbher af 12.0 189 2Ll 250 5.8 5.8 5.8

P

§

M (m investuents bigh pm&ueﬁiﬁty} |
(R, Wﬁ»f&l 3.3@-1( 209.9  293.4  330.6 5.0 5.3 0 5.0

ﬂgx‘mmmpﬁim 1{)9 -3 1.38 R 175 n3 2000 3 ) th-a . 1 55? ‘

‘Tew fixed lmvestment MR.T 507 83T 1025 6.9 Ta0r 740

\

Milltavy expenditures 5.1 16.0 s IS -0.1 b ~0,8

G»

Izm:w.&aa Capltol PepSizs) ixwmztomf adjwtmnw; ciwiﬂm TenCATAR fmci

dmmmxm‘b » and sdtnistratiou.

o @l -
ﬂ*E*C*R*E*’:\‘
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Corrections to ERA contribution to JAG, "Economic Impact of Alternative

Military Forces, USSR, 1963-76"

Page 13, second paragraph:
line 10: change "k.l percent to "b.0 percent”
Page 15, first paragraﬁh:
line 4: change "5.1 percent"hto "5.0 percent"
line 5: chénge "5.9 percent" to "5.8 percent"

line 5: change "2.8 percent" to "2.5 percen%"/
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